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KEY ECONOMIC INDICATORS 


All values in million U.S. 
¢ unless otherwise stated!/ 


INCOME , PRODUCTION, EMPLOYMENT 
GNP at current prices 
GDP at constant 1963 prices 
Per Capita GNP at current prices2/ 
Gross Domestic Fixed Investment 
(current prices) 
Indices (1963 = 100) 
Manufacturing Production 
Manufacturing Productivity 
Disposable Personal Income 
Average Monthly Mfg. Wage, African3/ 
Average Monthly Mfg. Wage, White3/ 
Average Registered Unemployment 
(Whites, Asians, Coloreds) 
MONEY AND PRICES 
Money Supply 
Money and Near Money 
Public Debt Outstanding 
External Debt 
(as % of total reserves) 
Interest Rate (prime overdraft) 
Indices: 
Wholesale price (1963 = 100) 
Consumer Price Index (1963 = 100) 
Retail Sales (1960/61 = 100) 
TRADE, BALANCE OF PAYMENTS 
Exports (f.0.b.) 
Exports to U.S. 
to 
Imports (f.b.0.) 
Imports from u.s.4/ 
to 
Balance of Trade 
Net Gold Earnings 
Gold and Foreign Exchange Reserves 
Total Reserves 


A 
1971 


20 ,094 
15,422 
866 


5,665 


175.0 
110.7 
14,596 
83 

499 
8,577 


3,660 
6,393 
8,991 

622 

(63.9) 

9.0 


125.4 
132.5 
228 .1 


2,299 
181 
7.9 

4,321 
701 

16.2 

2,021 

1,378 
694 
973 


B 
1972 


22,579 
15,947 
949 


6,288 


180.1 
111.6 
16,306 
91 

534 
12,200 


4,204 
7,270 
10,475 
750 
(46.0) 
8.5 


135.6 
141.1 
246.4 


3,285 
221 
6.7 

4,211 
695 

16.5 
927 

1,736 

1,401 

1,627 


Cc 
1973 


27,013 
16,624 
1,106 


7,004 


196.0 
118.4 
18,127 
105 
573 
10,785 


5,064 
8,945 
11,221 
540 
(36.9) 
9.0 


153.5 
154.6 
288.2 


3,806 
236 
6.2 

5,225 
762 

14.6 

1,419 

2,646 

1,190 

1,461 


D 
% Change 
1971/72 


E 
% Change 


1972/73 





KEY ECONOMIC INDICATORS 


All values in million SA 
Rand unless otherwise stated 


INCOME , PRODUCTION, EMPLOYMENT 
GNP at current prices 
GDP at constant 1963 prices 
Per Capita GNP at current prices2/ 
Gross Domestic Fixed Investment 
(current prices) 
Indices (1963 = 100): 
Manufacturing Production 
Manufacturing Productivity 
Disposable Personal Income 
Average Monthly Mfg. Wage, African?/ 
Average Monthly Mfg. Wage, White3/ 
Average Registered Unemployment 
(Whites, Asians, Coloreds) 
MONEY AND PRICES 
Money Supply 
Money and Near Money 
Public Debt Outstanding 
External Debt 
(as % of total reserves) 
Interest Rate (prime overdraft) 
Indices: 
Wholesale price (1963 = 100) 
Consumer Price Index (1963 = 100) 
Retail Sales (1960/61 = 100) 
TRADE, BALANCE OF PAYMENTS 
Exports (f.0.b.) 
Exports to U.s.4 
to 
Imports (f.0.b.) 
Imports from u.s.4/ 
% 
Balance of Trade 
Net Gold Earnings 
Gold and Foreign Exchange Reserves 
Total Reserves 


C 


1973 


18 ,069 
11,120 
740 


4,685 


196.0 
118.4 
12,125 
70 

383 


10, 785 


3,387 
5,983 
7,506 

361 

(36.9) 

9.0 


153.5 
154.6 
288.2 


2,546 
158 
6.2 

3,495 
510 

14.6 
949 

1,770 
796 
977 


D 
% Change 
1971/72 


1 . 





FOOTNOTES: 


1/ R 1.00 = US$1.495 


2/ Computed from net national income per capita figures contained in the 
Statistical News Release of April 2, 1974, which were as follows: 
1971 - R 480, 1972 - R 529, and 1973 - R 621. 


3/ 1973 figures cover only 9 month period, January - September. 


4/ Annualized figures based on actual data covering the first 10 months of 
1973. No detailed breakdown of exports to or imports from the U.S. is avail- 
able for 1973. In 1972, major exports to the U.S. were (values in million 
dollars): base metals ($81.0), precious and semiprecious stones ($28.5), 
mineral products ($24.7), textiles ($16.1) and animal and animal products 
($14.7). Major imports from the U.S. were machinery and electrical equipment 
($218.9), vehicles and aircraft ($202.6), chemicals ($62.6), optical and 
photo equipment ($34.6), and paper and paper products ($32.8). 





SUMMARY 


The economic upturn which began in late 1972 became clearly evident in 

the course of 1973 as most sectors recorded significant increases in 

real economic activity. The only exceptions were agriculture (result 

of early year drought) and gold mining (decreased production more than 
offset by price increases). GNP at current prices increased by 20 

percent (8% percent in real terms) to $27 billion. The key elements in 
this growth pattern included a high level of private and public consump- 
tion, soaring internal revenues from gold, and increases in manufacturing 
production and productivity. Reflecting the high free market price, 

gold was the star performer in the international commodity market. There 
was a deterioration in the trade balance (itself a reflection of increased 
growth) and in the capital account. With revenues of $1.3 billion (May 17, 
1974), South Africa's balance of payments position poses no restraints 

on continued economic growth. 


South Africa has escaped the oil crisis relatively unscathed: price rather 
than supply appears to be the problem. The economy does face some serious 
problems: inflation, sluggish fixed investment by manufacturers, some 
supply shortages, tight money conditions, increasing demand for skilled 
labor and nascent Black labor unrests. Nevertheless, almost all analysts 
are predicting that 1974 will be a "boom" year. 





CURRENT ECONOMIC SITUATION AND TRENDS 


The International Environment 


Monetary Developments 


The South African Reserve Bank has estimated that in 1973, the net effect 
of the 5 percent Rand appreciation announced on June 4 and of the general 
float in which the Rand remains technically linked to the dollar was an 
effective appreciation of the Rand by 13 percent. Year end balance of 
payments difficulties led to speculation of a possible devaluation which 
in turn resulted in some capital flight. The weakness of the dollar in 
international currency markets during the first part of 1974 has nullified 
much of the previous effective appreciation of the Rand. The Government 
has expressed its confidence in the basic strength of the dollar and 

thus in its eventually recovery. For the present, therefore, authorities 
firmly deny rumors that an appreciation of the Rand against the dollar 

is being seriously considered. 


Balance of Payments 


The dramatic improvement in the SA balance of payments position which be- 
gan in 1972 continued through the first three quarters of 1973 but faltered 
in the last quarter. For the year as a whole, there was a current account 
surplus of $293 million ($10 million in 1972). Key to this performance 

was the increase in net returns on gold, up 53 percent to total $2.6 billion, 
as a result of the high free market price. The trade balance (excluding 
gold) deteriorated in 1973: imports up 24 percent to $5.2 billion and ex- 
ports up 16 percent to $3.8 billion for a deficit of $1.4 billion ($0.9 
billion in 1972). Nevertheless, SA officials are pleased with these 

trade results and note that the increase in imports reflect primarily 

the upturn of domestic economic activity (imports of machinery and elec- 
trical equipment, base metals, and textiles posted the largest gains). 
Moreover, the effects of the early year drought which restricted agricul- 
tural exports were more than offset by substantial price increased on 
international commodity markets (copper, sugar and wool in particular) to 
produce a still creditable export performance, 


On the capital account, there was a net outflow of $315 million in 1973 
(net inflow of $593 million in 1972) which is generally attributed to UK 
exchange control regulations, the relative low level of SA interest rates 
(which resulted in a switch from foreign to domestic short term trade 
financing), increased domestic profits which reduced the need for foreign 
borrowings and the aforementioned speculation on a possible Rand devalua- 


tion. Private sector long term capital inflows fell from $737 million in 
1972 to $308 million in 1973. 





In 1973, there was a net decrease of $166 million in official gold and 
other foreign exchange reserves which includes a $48 million drawdown 
of SDR's. At the end of the year, official reserves totalled $1.2 
billion, roughly 23 percent of the annual import bill (down from 33 
percent at the end of 1972). 


Preliminary first quarter 1974 results indicate that the trade deficit 

has worsened ($475 million as opposed to $341 in the fourth quarter of 
1973) but that this is more than offset by net earnings on gold (esti- 
mated at $900 million) and a reversal of net capital flows (net inflow 

of $75 million). Unfortunately, oil import figures are no longer included 
in the available statistics and thus it is not possible to get a fix on 
the current overall position. 


Looking ahead, the key consideration is the future free market price of 
gold which is currently hovering around $165. The Minister of Finance has 
estimated that with an average price of $150, net earnings on gold will 
increase by $1.2 billion in 1974. Also on the positive side is an anti- 
cipated major expansion in agricultural exports following a bumper crop 
this season. On the negative side, it is anticipated that prices will 
decline on some international commodity markets and that the import bill 
will increase significantly as a result of increased demand (continued 
domestic economic expansion) and prices (world inflation). The economic 
performance of SA's major trade partners, European countries in particular, 
is regarded as the critical element for 1974 export performance. 


South Africa has no domestic oil resources but relies on oil for only 

23 percent of its energy requirements. In spite of an announced boy- 
cott by the Arab states (excepting Iran which supplies about 35 percent 
of SA imports), there has been no apparent supply shortage. The impact 
of the oil crisis on SA has been only in terms of price and, given other 
features of its international economic performance, appears to be easily 
manageable. (One source has indicated that the oil impact bill will in- 
crease by about $300 million while net earnings on gold are expected to 
increase by more than $1 billion.) 


South Africa's position as a significant supplier of raw materials -- gold, 
coal, iron ore, platinum and diamonds, in particular -- was highlighted 

in 1973 by the conclusion of several major long term export contracts. 
Progress in the development of a new uranium enrichment process as well 

as continuing progress in the production of petroleum products from coal 
portends an increasing role in the energy field as wdl. 


In sum, the South African balance of payments position poses no apparent 
restraints on continued economic growth. To the contrary, in 1974, the 
foreign trade sector may prove to be once more a leading sector. Equally 





significant, past performance and a sense of growing international 
importance is a major source of domestic business confidence. 


Government Policy 


There has been no significant change in the basic themes of the Govern- 
ment's international economic policy: export expansion, protection of 
deserving domestic industries, a relatively high degree of self-suffi- 
ciency, the establishment of a stable international monetary system in 
which gold will have its rightful role (important in the short run but 
diminishing over time), and a continuation of foreign investment with 
increased local participation encouraged. In the eyes of South Africa, 
recent international economic crisis have only served to underline its 
importance -- as supplier of needed raw materials including gold, as 
protector of the Cape Route, as able to withstand the oil crisis -- and 
thus, increase its confidence. Government officials have emphasized, 
however, that SA will continue to play a responsible role on the inter- 
national scene. 


The Domestic Environment 
Performance 


The economic upturn which began in late 1972 became clearly evident in 
the course of 1973. In aggregate terms, gross domestic product at 
constant prices increased by 4.3 percent (3.4 percent in 1972) in spite 
of a negative real growth rate in agriculture and gold mining. As a 
result of improved international terms of trade, real gross national 
product increased by roughly 8.5 percent, almost double the rate in 1972. 
GNP at current prices was recorded at $27.0 billion ($22.6 billion in 
1972). The largest contributions to the increase in real economic 
activity were made by non-gold mining, manufacturing, commerce, trans- 
portation, storage and communication. 


Aggregate domestic demand increased by 18 percent in 1973 (5 percent in 
1972) as a result of increases in consumption expenditure by private 
households and on government account (mainly attributed to salary and 
wage increases). Although gross domestic fixed investment increased by 
11.4 percent, the prices of capital goods increased by 12 percent with the 
result that the real change was negative. Nevertheless there was a 
roughly 6 percent increase in real fixed capital stock, primarily in the 
mining and manufacturing sectors. Inventory investment at book value 
increased from $55 million in 1972 to $94.6 million in 1973, led by the 
manufacturing sector. 


Increased real economic activity together with price rises in general 
resulted in a 26 percent increase in gross operating surplus in 1973 
(18 percent in 1972). On the other side, the remuneration of employees 





increased by 14.3 percent (9.5 percent in 1972). As another measure of 
the upturn in economic activity, non-agricultural employment increased 

by 3.1 percent in the first 9 months of 1973 as opposed to 1.2 percent 

during the same period of 1972. 


In the course of 1973, the quantity of money and near money increased 

by 23 percent (13.7 percent in 1972), primarily the result of a 36 
percent increase in bank credit to the private sector. This rate of 
increase in the money supply slowed appreciably in the fourth quarter 
which coupled with year end balance of payments developments as well as 
seasonal factors (eg. tax payments) resulted in sharply reduced domestic 
liquidity especially in the banking sector. In this tightened money 
market, interest rates have inclined up though they remain significantly 
below the rates prevailing in the rest of the world. 


Conditions in the capital market have followed a similar pattern -- 
relatively easy through the first three quarters of 1973 but consider- 
ably tighter since, 


Prospects and Problems 


Almost all commentators agree that 1974 will be another very good year 
and there are continuing references to the forthcoming economic boom, 

The Government has projected a real gross domestic product growth rate 

of between 6.0 and 6.5 percent reflecting a recovery of agricultural 
production, a continued expansion of non-gold mining and of manufacturing 
activity. 


The 1973 performance and 1974 prospects are not without serious and 
continuing problems, most notably: 


Inflation: In 1973, the consumer price index increased by 10 percent 
(7.4 percent in 1972) and has shown no signs of abating in the first 
quarter d@ 1974. The anticipated increase in agricultural production 
should relieve the pressure on food prices (up 17.1 percent in 1973); 
however, increased oil prices, a new wave of wage demands, and "imported 
inflation" may well more than offset this improvement. Some commentators 
have referred to a condition of “incipient demand inflation" -- high 
consumption expenditures, high utilization of manufacturing capacity, re- 
duced surplus of labor and resources, and growing pressures on the trans- 
portation system, The Government's efforts to "grow out of inflation" 
in 1973 do not appear to have been successful, and recently a new program 
of moral suasion has been launched. At least for the moment, the Govern- 
ment has rejected extending its control over selected prices. 


Fixed Investment: The sluggish performance of fixed investment by pri- 
vate manufacturers is of continuing concern especially as evidence accumu- 
lates that this sector is close to full utilization of existing machine 
capacity. There was an upturn in investment in the manufacturing sector 





beginning in the last quarter of 1973, but this has been somewhat damped 

by the current tight money market situations. Surveys indicate plans for 
a major expansion in private manufacturing fixed investment but there is 

reason to doubt that the new plant and equipment will be in place in time 
to permit a continuation of the 1973 growth level (9 percent) through 

the coming year. 


Shortages: In common with the rest of the world, South Africa faces 
serious shortages of essential raw materials, notably petroleum pro- 
ducts, chemicals, steel and construction materials. 


Labor: Major labor unions (White) have served notice that they will seek 
substantial wage increases to offset increases in the cost of living. 
Following strikes by African workers which opened 1973, the Government 
passed legislation to reorganize Black labor practices (works committees) 
and to authorize strikes under certain restricted circumstances. It also 
undertook a program to train urban African workers. A series of small 
strikes in the opening days of 1974 and continuing efforts to organize 
Black trade unions suggest that further problems may develop in this 
area during 1974. Overall there is the continuing problem of securing 
sufficient skilled labor for the economy, a problem which is only aggri- 
vated by the demands of a high growth rate. 


Business Practices: Business practices (i.e. wages and working con- 
ditions of African employees) continue to receive considerable attention. 


In addition to US efforts in this regard (Employment Practices of US 
Firms in Samth Africa published in February 1973), there have been several 


visits by various national delegations and continuing pressure from anti- 
apartheid groups. Following a visit by a TUC delegation and a Parliamen- 
tary inquiry, the UK promises to be much more active in this field. 


The Government's policy has consistently emphasized economic growth. To 
this end, the 1973/74 budget called for an overall deficit of $621 million. 
Because of the gold performance and the general upturn in economic activity, 
at the end of March 1974, this had been translated into a $323 million 
surplus. Given this surplus and prospects for continuing high revenue 
throughout 1974, the Government is in a good position to support already 
present forces of economic growth in its budget to be presented this 

fall (delayed because of the 1974 General Elections). 


BUSINESS AND DEVELOPMENT PLANNING 


According to a recent survey (Sunday Times Quarterly Review of Business 
Confidence), 90 percent of the firms contacted were optimistic about the 
future (up from 66 percent in February) and predicting a significant ex- 
pansion in both production and turnover supported by increased capital 
expenditures. The Department of Statistics has reported that anticipated 
capital expenditures in 1974 are estimated at R 935 ($1,398) million, 





roughly 33 percent above 1973. Of this total outlay, 70 percent is 
attributed to the public sector. 


Ongoing projects include the Sishen-Saldanha Bay iron ore export scheme 
(plus a semi's plant at Saldanha), facilities for the introduction of TV, 
the development of a harbor and industrial facilities at Richards Bay, 
Iscor iron and steel production expansion at three major sites, continued 
highway construction and improvement, and facilities for increased 
beneficiation of minerals. The mining sector is planning a major expansion 
in both exploration and the development of new sites. Other major pro- 
jects which have been reported recently include the expansion of fertilizer 
capability, the containerization of ships serving on the SA-Europe run, 

and an expansion of ESCOM electricity generating and transmission 
facilities. In connection with the latter, the Government has announced 
plans to construct a nuclear power station (Koeburg) at an estimated cost 
of $600-750 million. 
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